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LOAN  BILL  AND  THE  CURRENCY. 


?.•  , 


SPEECH 


HON.  JOHN  LYNCH, 

OF  MAINE, 

fN  THE  HOUSE  OF  KEPllESENTATIVES,  MARCH  16,  1866. 


The  House  having  under  consideration  the  bill  to 
amend  un  act  entitled  *‘An  act  to  provide  ways  and 
means  to  support  the  Governmont.*’  approved  March 
3, 1865— 

Mr.  LYNCH  said: 

Mr.  Speaker:  The  bill  under  consideration 
extends  the  authority  of  the  Secretary  of  the 
Treasury  so  far  as  to  allow  him  to  retire  the 
United  States  legal-tender  notes,  which  now 
constitute  so  large  a part  of  the  currency  of  the 
con  n try , and  which  are  the  only  ‘ ‘lawful  money’  ’ 
in  circulation,  and  to  substitute  therefor  the 
bonds  of  the  Government  bearing  interest  in 
coin.  The  bill  also  provides  that  the  bonds 
which  may  be  disposed  of  elsewhere  than  in 
the  United  States  may  be  made  payable  in  the 
currency  or  coin  of  the  country  where  they  are 
made  payable.  These  are  briefly  the  powers 
which  this  bill  proposes  to  confer  upon  the 
Secretary.  Before  considering  their  nature  or 
the  question  of  their  necessity,  let  us  see  what 
powers  that  ofl&cer  already  has  under  existing 
laws.  The  act  of  June  30, 1864,  authorizes  the 
Secretary  of  the  Treasury — 

**  To  redeem  and  cause  to  becanceled  and  destroyed 
any  Treasury  notes  or  United  States  notes  heretofore 
issued  under  authority  of  previous  acts  of  Congress, 
and  to  substitute  in  lieu  thereof  an  equal  amount  of 
Treasury  notes  or  of  other  United  States  notes.** 

Under  this  act  the  Secretary  has  the  power 
to  convert  every  dollar  of  the  legal-tender  cir- 
culation into  seven-thirty  Treasury  notes  or 
into  compound-interest  notes.  Further,  the  act 
of  March  3,  1865,  provides  that  “any  Treas- 
ury notes  or  other  obligations  bearing  interest 
issued  under  any  act  of  Congress  may,  at  the 
discretion  of  the  Secretary  of  the  Treasury  and 
with  the  consent  of  the  holder,  be  converted 
into  any  description  of  bonds  authorized  by 
this  act.”  This  authority  covers  nearly  half 
the  entire  indebtedness  of  the  Government. 


The  Secretary,  under  it,  has  the  power  to 
fund  the  entire  issue  of  seven-thirty  Treasury 
notes,  amounting  to  $830,000,000;  the  three- 
year  compound-interest  notes,  amounting  to 
"$180,000,000;  the  certificates  of  indebtedness, 
amounting  to  $60,000,000;  the  one  and  two 
year  five  per  cent,  notes,  amounting  to  $8,500- 
000,  and  the  temporary  loan,  bearing  four,  five, 
and  six  per  cent,  interest,  amounting  to  $115,- 
000,000,  making  a total  of  $1,193,000,000, 
which  existing  laws  authorize  the  Secretary  of 
the  Treasury  to  fund  at  his  own  discretion.  It 
should  be  understood,  however,  and  it  is  due 
to  the  able  officer  at  the  head  of  the  Treasury 
Department  to  have  it  well  and  fairly  under- 
stood, that  the  authority  conferred  by  the  act 
of  March  3,  1865,  is,  after  all,  limited  to  an 
extent  which  seriously  interferes  with  the  pro- 
cess of  funding  thereby  authorized.  The  neces- 
sity of  funding  a large  portion  of  the  floating 
debt  of  the  Government  is,  I think,  universally 
admitted,  and  the  Secretary  of  the  Treasury, 
therefore,  should  be  clothed  with  explicit  power 
to  make  this  change  in  the  character  of  the 
debt  in  the  safest,  least  expensive,  and  most 
practicable  manner. 

In  doing  this,  however,  I would  not  have  the 
distinction  lostsightof  which  so  clearly  exists, 
and  which  is  so  universally  recognized  between 
the  bonds,  Treasury  notes,  and  other  interest- 
bearing  obligations  of  the  Government  on  the 
one  hand,  and  the  United  States  legal-tender 
notes  on  the  other.  These  latter  are  the  lawful 
currency  of  the  country;  they  are  not  mere 
promises  to  pay  money,  bat  money  itself — 
“ lawful  money,”  capable  of  paying  debts,  and 
answering  all  the  uses  of  money  in  making 
exchanges  within  the  country.  The  interest- 
bearing  portion  of  the  public  debt  is  payable 
at  certain  dates,  and  must  be  provided  for  at 
maturity.  The  Secretary  of  the  Treasury  is 
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the  guardian  of  the  public  credit.  On  him 
dev  dves  the  duty  ol' providing  t(»r  the  payment 
of  t lese  maturing  oljligatioiis.  He  has  the 
resj  ousibility,  and  should  have  power  com- 
mei  surate  therewith. 

T le  limitation  with  reference  to  funding, 
wbiih  I have  alluded  to  as  existing  in  the  act 
of  . larch  3,  18ba,  consists  in  the  iact  that  the 
Sec*etarycan  only  fund  Government  obiiga- 
tioi  3 in  one  way.  In  other  words,  he  has  no 
pov  er  to  anticipate  means  by  tlie  sale  ol*  bonds 
and  to  apply  the  same  to  the  fundir*gof  thefloat- 
ing  debt.  He  can  fund  only  so  fast  as  an  ex- 
cha  ige  of  one  class  of  indebtedness  for  another  ' 
can  be  effected.  He  can  hold  out  no  induce-  i 
mei  t for  a speedy  conversion  of  such  obliga- 
tior  and  he  is  thereby  hampered  and  eml)ar- 
rasied  in  his  operations.  1 hope,  therefore, 
tlial  the  law  which  now  gives  this  power  under 
lim  tations  may  be  so  amended  as  to  conler  it 
upoi  the  Secretary  of  the  'treasury  without 
rest  riction.  Whether  it  is  or  is  not  best  to  con- 
tini  e,  so  far  as  it  can  be  done,  that  portion  of 
the  iebt  bearing  interest  in  currency  in  its  pres- 
ent form,  thereby  preventing  it  from  leaving 
the  country  and  hastening  the  day  when  the 
Go  ernraent  may  be  able  to  redeem  its  circu- 
lati  ig  notes  in  specie  by  reducing  the  amount 
of  ' oin  it  will  be  obliged  to  pay  out  for  inter- 
est, are  questions  to  be  settled  by  the  head  of 
the  Treasury ; and  I am  ready  to  vote  for  the 
bill  reported  by  the  committee,  amended  only 
so  IS  to  prevent  the  funding  of  non-interest- 
bea  'ing  into  interest-bearing  obligations. 

I:  ut  1 am,  as  I have  already  intimated,  op- 
pos  id  to  conferring  any  power  upon  the  Secre- 
tar  of  the  Treasury  to  contract  the  volume  of 
the  national  greenback  legal-tender  currency. 
Tht  exercise  of  such  a power  is  not  necessary 
to  1 icilitate  the  funding  of  the  interest- bearing 
del;  t;  indeed,  it  is  acknowledged  that  it  would 
reti  rd  if  not  defeat  that  most  desirable  object. 

1 ; should  be  borne  in  mind  that  $182,000,000 
of  :he  United  States  currency  afloat,  about 
one  third  of  the  total  amount  in  circulation,  is 
in  t le  corapound-interestnotes,  which  all  agree 
she  ild  first  be  retired.  The  Secretary  has  not 
onl  r the  authority  but  the  power,  if  he  deems 
it  p rudent  to  exercise  it,  to  call  these  in  at  any 
tim  3.  They  never  pass  for  the  face  value  and 
inn  rest,  and  the  Government  can  at  any  time 
ex(  hange  its  bonds  for  them.  And  yet  the 
mo  It  determined  advocate  for  contraction  does 
not  pretend  that  it  would  be  prudent  to  with- 
drawthem  all  from  circulation  in  less  than 
ab(  ut  two  years.  I have  heard  no  one  who 
fav  )rs  contraction  intimate  that  it  would  be  pru- 
dei  t to  contract  more  than  $100,000,000  per 
year. 

IHiy  should  we  confer  on  we  know  not  what 
Se(  retary  of  the  Treasury  a power  and  author- 
ity ^hich  would  extend  beyond  two  years  from 
thii  time?  Congress  meets  twice  within  that 


period,  and  if  it  is  found  that  the  experiment 
; is  a safe  one.  and  that  it  is  prudent  to  continue 
the  contraction  of  the  currency  beyond  the 
: amount  of  the  compound-interest  notes,  the 
I authority  can  be  given.  We  can  confer  addi- 
I tional  authority  by  subsequent  legislation  if  it 
is  found  necessary,  but  are  we  quite  sure  that 
we  can  withdraw  it  when  once  conferred? 
May  \^e  not  find  it  as  hard  to  repeal  a bad  law 
as  it  is  to  enact  a good  one?  How  many  men 
on  this  side  of  the  House  would  consent  to 
' confer  this  vast  power,  which  subjects  the  entire 
business  interests  of  the  country  to  the  wiil  or 
caprice  of  one  man,  providing  it  was  known 
that  the  able  and  upright  officer  now  at  the 
I bead  of  the  Treasury  Department  would  not 
1 hold  his  position  for  sixty  days,  but  would  give 
|l  place  to  some  unknown  successor?  Can  any 
man  say  that  suchacontingeucy  may  not  happen? 

It  is  said  (hat  the  Secretary  ‘‘could  not  if  he 
would  and  would  not  if  he  could”  contract 
the  currency,  l)ut  that  it  is  necessary  to  hold 
i|  this  power  suspended  In  terrorem  over  the  busi- 
I ness  of  the  country  in  order  to  prevent  specu- 
lation. In  answer  1 have  only  to  say  that  if 
the  people  of  the  country  are  not  competent  to 
manage  their  business  affairs  they  will  not  be 
benefited  by  any  governmental  guardianship 
which  may  be  placed  over  them. 

It  is  said  that  it  is  necessary  to  contract  this 
currency  because  it  is  inflated,  and  that  we 
can  only  return  to  specie  payments  by  con- 
tracting. I believe  it  is  capable  of  being  de- 
monstrated that  the  currency  is  not  inflated, 
not  in  excess  of  the  requirements  of  the  coun- 
try, and  therefore  does  not  need  contraction, 
and  that  the  amount  of  currency  afloat  has 
very  little  influence  either  upon  the  price  of 
gold  or  the  price  of  merchandise ; in  other 
words,  that  in  order  to  reduce  prices,  either  of 
gold  or  merchandise,  and  to  return  to  specie 
payments,  it  is  not  necessary  to  contract  the 
currency. 

In  support  of  this  proposition  I will  present 
a few  plain  statistics  based  upon  the  financial 
history  of  the  past  four  years  and  upon  the 
actual  wealth  and  population  of  the  country. 
The  necessities  of  the  Government  which 
caused  the  issue  of  a large  amount  of  paper 
money  undoubtedly  did  to  a considerable  ex- 
tent during  the  war  advance  the  price  of  gold. 
But  the  increasing  issue  of  paper  money  by  the 
Government  depended  entirely  upon  the  suc- 
cess of  our  armies  in  the  field,  and  as  their 
final  success  seemed  speedy  or  remote  so  the 
necessity  for  the  issue  of  more  promises  to  pay 
diminished  or  increased,  and  the  valueset  upon 
such  obligations  depended  entirely  upon  the 
degree  of  confidence  which  the  people  felt  in 
the  stability  of  the  Government.  Now,  how- 
ever, confidence  being  entirely  restored,  the 
only  question  which  can  affect  the  currency  is 
whether  the  quantity  in  circulation  is  equal  to 
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or  in  excess  of  the  Inisiness  wants  of  the  coun- 
, try.  If  it  he  shown  that  it  is  notin  excess,  then 

certainly  no  reason  e.xists  for  its  contraction  ; 
if  it  can  be  shown  that  it  is  the  safest  and  best 
paper  currency  ever  put  in  circulation,  that  is 
another  argument  against  its  contraction  ; and 
if  it  be  shown  that  the  population  and  wealth 
»■  <^f  the  nation  are  increasing  so  rapidly  that  in 

less  than  fifteen  years  the  amount  of  currency 
per  capita  will  be  only  one  half  what  it  now  is, 
tlien  that  is  another  reason  why  we  should  hesi- 
tate before  we  agree  upon  a policy  for  annihi- 
lating a currency  which  every  day’s  experience 
establishes  more  and  more  firmly  in  the  confi- 
‘ deuce  of  the  people. 

Let  us  examine  first  the  relation  which  the 
amount  of  gold  has  held  to  the  amount  of  cur- 
rency in  circulation.  The  amount  afloat  on 
tile  1st  of  July,  1804,  when  the  price  of  gold 
was  at  its  highest  point— 200  to  280— was,  in- 
clusive of  State  bank  circulation  and  exclusive 
of  compound-interest  notes,  according  to  tiie 
books  of  the  Treasury  Department,  $577, 670,- 
800.  On  the  1st  day  of  November,  1805,  one  j 
year  and  four  months  later,  with  the  price  of 
gold^down  to  145,  the  currency  had  increased 
to  $704,218,038,  or  a net  increase  of  $127,000,- 
000;  while  at  the  present  time,  with  gold  in 
the  vicinity  of  130,  the  currency,  exclusive  of 
^ compound-interest  notes,  is  equal  to  $725,000,- 
000.  'riuis  it  is  plain  that  if  the  price  of  gold 
depended  upon  the  inflation  or  contraction  of 
tile  currency,  then  it  ought,  taking  the  price 
on  the  1st  of  July,  1864,  as  a basi.s,  to  be  now 
over  three  hundred  per  cent.;  and  if  gold  has 
declined  from  one  hundred  and  eighty  to  thirty 
per  cent,  premium  under  an  actual  and  con- 
siderable increase  of  the  currency,  what  should 
prevent  it  from  going  to  par  within  the  present 
year,  thereby  enabling  the  Government  itself 
to  resume  specie  payments,  and  as  a conse- 
quence carrying  with  it  in  due  time  a similar 
resumption  by  the  banks  of  the  country? 

But  the  permanency  of  specie  payments  may 
be  greatly  increased  if  the  Government  stands 
nuidy,  anchored  in  the  confidence  of  the  peo- 
ple, to  pay  its  paper  dollar  for  dollar  in  gold, 
and  this  simple  knowledge  on  the  part  of  the 
people  that  the  greenback  passing  through  their 
I liunds  day  after  day  is  the  positive  equivalent 
of  a dollar  in  gold  in  the  Treasury  will  make 
that,  circulation  one  of  the  greatest  blessings 
vvliitfli  could  be  conferred  upon  the  people, 
fiiis  sentiment  is  even  now  rapidly  growing. 
Ijet  ns  once  reach  a specie  standard  for  the 
t greenbacks  of  the  country  and  the  people  will 
never  consent  to  have  withdrawn  from  circu- 
lation a currency  so  well  adapted  to  all  their 
wants  and  so  well  grounded  in  the  first  priri- 
cijiles  of  security  and  confidence. 

The  practicability  of  an  early  resumption  of 
specie  |)aymcuts  and  the  road  thereto  involves  ‘ 
uiauy  serious  cousiderations.  It  has  been  and  i 


is  strongly  urged  that  there  is  no  way  of  reach- 
ing such  a result  except  through  the  policy  of 
contraction  ; that  to  make  money  scarce  and 
dear  you  will  approximate  a specie  standard 
more  certainly  than  in  any  other  way,  I ques- 
tion the  correctness  of  this  theory. 

As  has  already  been  shown,  gold  has  de- 
clined from  two  hundred  and  eighty  to  one 
hundred  and  thirty  percent,  under  an  absolute 
increase  of  the  currency.  Will  some  one  give 
me  a sound  reason  why  the  decline  should  stop 
at  this  particular  point?  Will  not  the  same 
reasons  which  have  forced  it  from  its  highest 
altitude  to  its  present  level  operate  to  drive  it 
still  lower?  It  we  should  double  our  imports 
to-morrow  would  not  the  price  of  gold  advance, 
even  though  at  the  same  time  we  withdraw 
one  hundred  millions  of  greenbacks  from  cir- 
culation? If,  on  the  contrary,  we  should  re- 
duce our  imports  and  double  our  exports, 
would  not  the  price  of  gold  decline  without 
contracting  our  currency  a single  dollar?  Is 
there  any  more  certain  way  of  paying  our  debt 
abroad  or  of  keeping  our  gold  at  home  than 
by  increasing  our  exports?  And  is  there  any 
more  certain  way  of  increasing  our  exports 
than  by  stimulating  productions  ? And  is  there 
any  more  certain  way  of  stimulating  produc- 
tion than  by  employing  this  very  circulation, 
the  capital  of  the  country,  in  developing  its 
vast  resources  of  every  character;  in  cheap- 
ening the  price  of  food  by  increasing  the  pro- 
duction of  food ; in  inducing  immigration  by 
opening  new  and  vast  fields  for  development, 
and  in  adding  to  the  production  of  the  counirv 
so  rapidly  that  a few  years  will  give  us  a mo- 
nopoly of  the  leading  agricultural  staples,  bring- 
ing the  whole  world  to  our  doors  to  buy  what 
we  have  to  sell,  and  keeping  the  balance  of  trade 
as  constantly  in  our  favor  in  the  future  as  it  has 
so  uniformly  been  in  favor  of  England  in  the 
past  ? Instead  of  disturbing  the  entire  busi- 
ness interests  of  the  country  by  an  attempt  to 
compress  the  currency  into  channels  in  which 
it  was  employed  prior  to  its  increase,  would  it 
not  be  more  natural,  much  easier,  and  far  safer 
to  enlarge  those  channels  to  suit  its  present 
volume?  The  business  interests  of  the  coun- 
try are  fast  accommodating  themselves  to  its 
new  financial  condition ; already  are  matters 
so  settled  that  contraction  can  scarcely  be  talked 
ofwithout  advancing  the  rate  of  interest  one  or 
two  per  cent.,  and  I ask  gentlemen  which  i.s  the 
true  policy  for  the  development  of  this  country, 
to  make  money  dear  or  to  cheapen  it?  Which 
most  stimulates  the  employment  of  labor  and 
the  development  of  capital,  and  thus  adds  most 
to  the  wealth  of  the  country,  money  plenty  or 
money  scarce? 

It  is  almost  universally  admitted  that  the 
return  to  specie  payments  must  be  gradual. 
Suppose,  then,  that  the  Government  of  the 
United  States  takes  the  initiative ; not  by  a 


J 


4 


coi  traction  of  the  currency,  but  by  announc- 
ing , at  as  early  a day  as  is  practicable,  that  its  j 
lej;  il-tender  currency  will  be  redeemed  in  gold  i 
on  presentation  at  the  Treasury,  and  then,  to  | 
aid  the  banks  in  following  its  lead,  let  the  ua- 
tio  lal  banks  be  allowed  to  redeem  in  the  legal- 
tei  der  notes  thus  put  on  par  with  gold  by  the 
Gc  vernment.  With  the  basis  of  redemption 
thi  s broadened  it  could  not  be  long  before  the 
bii  .iness  and  the  money  of  the  country  rested 
as  irmly  upon  a specie  basis  as  ever. 

do  not  assert  either  the  necessity  or  prac- 
tic  ibiiity  of  doing  this  immediately.  The  har- 
vei  ts  of  the  present  year  are  necessary  to  as- 
sui  e us  that  the  production  ol  the  country  has 
be  sn  resumed  with  greater  vigor  than  ever; 
wi  h the  volume  of  our  exports  daily  increas- 
in| , they  must  be  greatly  augmented  a year 
he  ice;  with  the  flow  of  specie  from  the  Pacific  ; 
steadily  gaining;  with  the  national  debt  se-  1 
cu  *ely  at  rest  in  its  present  position,  undergo-  | 
ini  no  increase,  and  with  a material  reduction 
of  taxation  already  rendered  possible  by  the 
coidition  of  the  country's  finances,  I can  see 
no  good  reason  why,  under  the  present  able 
mi  nagement  of  the  Treasury,  the  Government 
mi  y not  before  all  the  Treasury  notes  now  out- 
sUnding  mature — if  not  within  a year  from 
th  3 time — stand  ready  to  redeem  its  own  cir- 
cu  ation  in  gold. 

t may  be  said,  in  objection  to  this,  that  | 
ne  ther  the  Government  nor  the  banks  can  re- 
su  ue  specie  payments  because  of  the  insuffi-  j 
cii  ncy  of  gold  in  the  country.  I answer  that 
sp  ‘.cie  payments  do  not  and  never  have,  ex- 
ce  )t  to  a comparatively  limited  degree,  rested  j 
up  DU  the  amount  of  specie  in  the  country  ; in 
ot  ler  words,  specie  payments  have  been  only  ; 
a ] tleasant  illusion  which  was  immediately  dis-  | 
pe  led  whenever  a crisis  occurred  which  dis-  I 
tu  bed  public  confidence;  people  then  has-  ! 
te  led  to  demand  specie  for  their  bank  notes,  j 
ari  just  then  when  it  was  wanted,  and  be-  | 
ca  ise  it  was  wanted,  it  could  not  be  hai  ; the 
bo  aks  suspended,  fear  took  the  place  of  con-  i 
fic  ence,  and  the  gold  dollar  was  sold  at  a pre-  ( 
m um.  The  great  underlying  principle  of  specie  j 
p£  yments  is  public  confidence;  upon  tliat  rests 
th  5 question  far  more  than  upon  an  ability  to  I 
p£  y specie  on  demand.  And  where  does  a 
gr  iater  degree  of  confidence  exist  than  among 
Ol  r own  people  that  the  Government  has  the 
p(  wer,  the  means,  and  the  determination  to 
pi  otect  the  public  credit,  and  to  redeem  and 
ps  y off  its  liabilities?  Does  any  one  suppose 
th  4t  if  the  greenbacks  were  daily  redeemed 
h}  the  Government  in  gold  there  would  be  a 
n il  upon  the  Treasury?  To  say  nothing  of 
th3  impossibility  of  withdrawing  any  consid- 
er ible  amount  from  the  circulation  for  such  a 
pi  rpose,  the  very  fact  that  the  ])aper  dollar  of 
tli3  Government  was  worth  a dollar  in  gold  at 
th  3 Treasury  would,  by  the  laws  of  traile,  keep  i 


them  moving  ns  the  circulating  medium,  un- 
diverted from  their  proper  channels.  In  sup- 
port of  this  theory  of  specie  payments,  and 
the  foundation  upon  which  it  has  really  rested 
in  times  past,  I will  compare  the  amount  of 
currency  afloat  and  the  amount  of  specie  in  the 
country  at  live  different  periods  since  1800. 

We  had  in 


Specie,  ClrcvJntion, 

1830 §22.114.917  $01.32:t.898 

1840 33.105, 155  l06,9t>H.5ri 

1843  33,505,800  5H.503.008 

1850*’  ! 48.077,138  155,012,911 

1800 83.594,537  207.102,477 


Thus  it  will  be  seen  that  at  no  time  during 
this  period,  except  in  1843,  did  the  banks  have 
specie  enough  to  redeem  but  little  over  one  third 
of  their  circulation.  It  should  also  be  borne  in 
, mind  that  the  banks  having  the  least  specie  lyad 
the  largest  circulation,  while  the  banks  wliich 
held  the  largest  amount  of  specie  had  little  cir- 
culation; it  would  undoubtedly  be  witliin  the 
truth  to  say  that  $150,000,000  of  the  circulation 
of  18G0  rested  upon  a specie  basis  of  less  than 
$30,000,000.  This  proves  conclusively  that  ihe 
paper  circulation  of  the  country  never  rested 
upon  an  actual  ‘‘specie  basis,'’  but  on  the  con- 
fidence of  the  community  ; and  whenever  this 
was  shaken  the  whole  paper  fabric  fell.  The 
currency  of  the  country  neverrested  on  so  solid 
a foundation,  and  was  never  so  strong  in  the 
I confidence  of  the  country,  as  to-day. 

It  is  assumed  that  because  we  have  more 
than  three  times  the  amount  of  paper  in  circu- 
lation that  we  had  in  1800,  ($207,000,000,) 
therefore  all  over  that  amount  is  in  excess  of 
the  business  wants  of  the  country,  and  tends  to 
unsettle  values  and  inflate  prices.  I think  the 
fallacy  of  this  theory  is  in  assuming  that  we 
had  in  1800  all  the  currency  in  circulation  that 
could  be  profitably  used  in  the  business  of  the 
country.  We  had,  undoubtedly,  all  that  the 
l)anking  capital  of  the  country  at  that  time 
warranted,  and  much  more,  as  has  been  shown, 
than  could  be  redeemed  in  the  promised  spe- 
cie. But  the  fact  that  we  are  now  using  four 
times  the  amount  in  the  legitimate  business  of 
the  country,  and  with  less  speculatioii  in  mer- 
chandise than  at  times  when  our  circulation 
was  one  quarter  the  amount,  is  conclusive  that 
we  did  not  then  have  all  we  required  and  could 
profitably  use.  The  fact  is,  the  business  of  the 
country  is  only  limited  by  the  amount  of  capi- 
tal available  to  transact  it.  The  banks,  with 
their  $300,000,000  of  circulation,  have  supplied 
the  old  business,  while  the  disbursements  of 
the  Government  have  gone  into  hundreds  of 
new  channels,  have  reached  new  classes,  and 
have  placed  the  means  of  doing  business  within 
the  reach  of  more  men  than  possessed  them 
before. 

It  is  assumed  that  the  redundant  currency  is 
the  cause  of  the  high  prices  of  merchandise, 
and  that  a reduction  of  the  cuirency  will  bring 
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down  prices  and  also  enable  us  to  return  to 
specie  payments.  But  the  fact  is  that  gold 
has  fallen  from  280  to  130  while  the  currency 
has  been  increased,  and  merchandise,  which, 
according  to  this  theory,  should  have  botk 
advanced  witli  the  increase  of  the  currency  and 
fallen  with  the  decline  in  gold,  has  upset  both 
theories  by  following  gold  down  for  a time, 
and  almost  immediately  returning  to  the  point 
at  which  it  stood  when  gold  was  at  its  highest, 
tiien  iiilllng  again  until  it  approximates  old 
values.  Is  it  strange  that  merchandise,  the 
j»roduct  of  labor,  should  command  high  prices 
in  view  of ‘the  enormous  decrease  in  the  pro- 
ductive industry  of  the  country  for  the  last  four 
years?  In  nearly  one  half  of  the  country,  the 
entire  South,  the  population  was  during  the 
war  almost  wholly  changed  from  producers  to 
consumers  and  destroyers;  and  in  the  North 
more  than  two  and  a half  million  men,  or  more 
than  twelve  per  cent,  of  its  population,  were 
absolutely  withdrawn  from  the  work  of  produc- 
tion and  added  to  the  army  of  consumers  ; and 
in  addition  there  has  been  to  an  extent  very  ' 
great,  though  incalculable,  a diminution  of  the  j 
productive  industry  of  those  who  have  not  been  ■ 
taken  from  their  plows,  their  looms,  and  tlieir 
anvils,  caused  by  the  suspense,  anxiety,  and  : 
excitement  of  the  civil  war. 

in  these  four  years  the  surplus  production 
of  ilie  country  has  been  exhausted,  and  the 
current  production  has  not  supplied  the  cur- 
rent demand.  It  is  neither  a redundant  cur- 
rency nor  excessive  speculation  that  has  kept 
prices  at  so  high  a standard.  Look  at  the  ! 
present  condition  of  trade  in  the  great  markets 
of  the  country,  merchandise  and  the  premium 
on  gold  both  rapidly  declining,  not  only  with-  ; 
out  contraction,  but  with  a positive  increase  ' 
of  the  currency.  What  is  the  true  cause  of  this  j 
decline  which  all  unite  in  saying  is  not  the  re-  ' 
suUof  a sudden  fluctuation,  but  promises  to  be  | 
permanent?  Is  it  not  simply  the  fact  that  the 
supply  is  increasing  and  the  demand  is  falling  ' 
off?  The  great  army  of  consumers  is  being 
added  to  the  class  of  producers,  and  prices  of 
merchandise  and  food  must  always  be  prima- 
rily and  chiefly  subject  to  the  great  law  of  sup- 
ply and  demand.  It  can  scarcely  be  doubted  ' 
that  prices  would  have  been  still  lower  and  j 
that  domestic  manufacture  would  have  supplied  | 
much  of  the  merchandise  imported  from  abroad  ' 
had  not  the  fear  of  a “tight  money  market” 
withheld  and  diverted  millions  from  the  chan-  ' 
nels  of  productive  industry  to  swell  the  bank  I 
deposits  in  the  great  financial  centers  of  the 
country,  to  be  loaned  on  call,  and  kept  within  ‘ 
reach  against  the  day  when  contraction  should 
give  it  more  power  and  value.  Men  would  not  I 
convert  theirmoney  into  cloth  and  iron  and  ships  ! 
and  railroads  when  all  these  products  of  labor 
were  to  be  cheapened,  while  the  money  had  only  ! 
to  be  keptouhaadtorealizeauadvanceinprice.  ! 


Another  fact  wliicli  goes  to  show  tljat  high 
prices  have  not  been  caused  mainly  by  the 
increase  of  the  currency  is  that  lands  have  ad- 
vanced no  more  in  the  last  five  years  tlian  in 
the  five  years  preceding,  showing  that  the  ad- 
vance of  prices  have  chiefly  aflfected  the  prod- 
ucts of  labor. 

In  connection  with  this  matter  of  contraction 
I wish  to  press  another  point,  and  it  is  this  : 
that  whenever  you  reduce  the  currency  or 
tighten  the  money  market  you  first  strike  at 
the  price  of  labor.  Labor  is  the  first  element 
in  productive  industry  that  is  affected  by  it.  If 
money  becomes  scarce  and  dear  the  demand 
for  the  products  of  industry  falls  off.  The  man- 
ufacturer not  only  reduces  the  wages  of  his 
operatives,  but  lie  reduces  the  amount  of  his 
productions  by  putting  his  employes  upon  half 
time.  In  this  way  the  production  is  checked 
until  the  surplus  is  exhausted  and  the  demand 
is  again  equal  to  the  supply.  Instead  of  being 
diffused  over  the  country,  seeking  new  channels 
of  employment,  and  adding  to  the  vigor  of 
the  development  of  the  resi^rces  of  the  conn- 
try,  our  capital  will  remaiiv  locked  up  in  the 
vaults  of  the  commercial  centers,  sensitive  to 
the  slightest  influence,  and  in  constant  fear, 
and  uncertainty  as  to  the  policy  which  may 
from  time  to  time  be  adopted  by  the  head  of 
the  Treasury.  Is  it  not  for  safer  and  much 
more  legitimate  to  absorb  the  excess  of  pro- 
duction by  the  development  of  new  resources; 
to  absorb  also  the  excess  of  currency,  if  there 
be  aii)%  in  new  channels  of  employment;  to 
give  the  currency  the  freest  scope  of  circula- 
tion by  creating  and  increasing  the  demand  for 
labor?  Wealth  creates  wealth,  and  it  is  the 
strf'rjgest  evidence  of  financial  statesmanship 
and  business  talent  if  that  wealth  is  so  applied 
as  to  add  to  the  prosperity  of  the  country. 
Our  currency  then  finds  its  proper  use  in  de- 
veloping our  vast  resources;  in  building  new 
railroads,  canals,  and  factories;  in  replacing 
our  lost  shipping,  and  in  opening  up  the  vast 
mineral  wealth  of  the  nation  ; and  in  rebuild- 
ing and  furnishing  the  sinews  of  trade  to  the 
whole  southern  country. 

Let  us  now  see  how  the  present  circulation 
of  the  country  will  be  affected  by  its  natural 
increase  in  population. 

The  total  amount  of  currency  in  circulation 
October  31,  1865,  was,  according  to  the  report 
of  the  Secretar}'  of  the  Treasury,  (exclusive  of 
compound-interest  notes,)  $704,218,038,  or 
about  $19  32  per  capita  for  the  people  of  the 
United  States.  This  amount  would  be  reduced 
by  our  increasing  population  in  the  following 
ratio:  in 


Per  capita, 

$16  63 

12  40 

9 10 

7 02 


The  ratio  of  circulation  to  the  property  of 
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tlie  country,  estimating  the  increase  at  the 
sam  ! ratio  as  irom  1800  to  1800,  would  be  as 
folUws:  in 


^bout 
1S70,  “ 

•*  , 

lOO^J.  “ 


Per  cent. 


T!  e national  bunk  circulation  of  the  country 
Octt  her  1, 1805,  was  $171,321,003,  distributed 
nnio  \g  the  several  sections  of  the  country,  as 
tblh  ws: 


Sections, 


Population, 


Bank  ^mown^ 


capital,  per  capita. 

New  Kntrland 3,135.283  $(>4,91)8.034  $20  73 

N\'w  ITork.  Pennsylva- 

ni.i  and  27ew  Jersey..  7,458,985  01,595,246  8 27 

Illiu  iii,  Indiana.  Iowa, 

Kausa?.  Michigan, 

Mi  ncsota.  Ohio,  and 

\Vi  cousin 7,881,026  37,028,883  4 69 

Dela  ?are,  Kentucky, 

Ma  -yland,  Missouri, 
anc  District  o!  Colum- 

^ bia 3,212,041  5,962,850  1 85 

Lmiiiiana,  Tennessee. 

Viiiinia.  and  West 

Vir  dnia 3,414,121  1,065,040  48 


Tl  us  it  is  seen  that  the  circulation  of  the 
country  is  very  unequally  distributed.  It  is 
chiel  y centered  in  New  England  and  on  tlie  sea- 
boar  I,  while  the  western  and  southern  States 
are  i Imost  bare.  Assuming  the  same  ratio  of 
distr  butiou  for  the  whole  circulation  of  the 
eoun  .ry,  the  amount  ^?c/'  capita  for  the  United 
State  3 averaging  but  $1[)  32,  }^et  New  England 
woul  1 have  the  very  great  disproportion  of  $34 
per  c xpita.  And  what  is  strikingly  significant 
on  tl  is  point  is  that  her  business  is  in  a most 
heal)  ly  condition;  her  capital  is  legitimately 
employed,  and  not  for  speculative  purposes. 
Fran  ie  has  a circulating  medium  of  about  $30 
and  t Treat  Britain  of  $25  per  capita^  and  yet 
we  a e told  that  $10  32  will  ruin  the  people  ot 
a coi  utry  which  has  the  broadest  field  under 
the  sin  for  the  employment  of  capital.  We 
want  the  use  of  the  currency  now  in  circulation, 
Ilian  which  there  never  was  better  or  safer,  to 
creat  3 new  wealth  ; we  want  every  hundred 
thorn  and  dollars  of  greenbacks  to  be  the  iin- 
plera  iiit  and  agent  for  extracting  a million  of 
the  precious  minerals  from  our  mountains ; we 
want  this  currency,  the  representative  of  the 
capit  il  of  the  nation,  to  construct  and  equip 
three  great  lines  of  railroad  to  the  Pacific ; we 
want  it  to  enable  the  fertile  States  and  Terri- 
toriei  of  the  West  to  develop  their  power  in  the 
prod  ictive  industry  of  the  country  ; we  want 
it  to  construct  new  lines  of  communication 
wher  ;by  we  may  cheapen  transportation  from 
the  d stantStates  andgive  our  producers  greater 
bene;  its  in  foreign  markets;  in  a word,  we 
want  it  because  the  present  and  future  interests 
and  t le  rapid  development  of  the  country  de- 
uiaiK  and  need  it. 

i \ ill  refer  to  but  one  more  point  on  this 


branch  of  the  subject.  It  is  assumed  by  many 
that  we  must  have  a financial  revulsion  be- 
j cause  such  has  always  been  the  case  after  an 
unusual  abundance  of  currenc3\  People  who 
assume  this  lose  siglit  of  the  fact  that  an  abun- 
dant supply  of  paper  money  usually  indicates  a 
large  indebtedness  of  the  people,  and  that  the 
crash  comes  when  they  are  obliged  to  return 
their  borrowed  capital.  The  present  abun- 
dance of  pajier  money  results  from  the  indebt- 
edness of  the  Government  to  the  people  ; the 
people  being  comparatively  out  of  debt,  there 
will  he  no  crash.  Comparisons  of  our  present 
condition  with  the  financial  revulsions  of  1837 
and  1857  iail  entirely,  because  there  is  no  simi- 
larity of  circumstances  ; the  currency  at  those 
periods  was  more  vitiated  than  inflated;  there 
Vv'as  no  security  for  it ; the  people  were  largely 
in  debt.  In  addition  to  the  currency  afloat, 
which  was  then  the  representative  of  the  in- 
debtedne.ss  of  the  people,  there  was  also  afloat 
an  enormous  amount  of  notes — debt — which 
I the  people  owed  to  one  another  and  to  the 
j l)anks.  The  crash  came  when  it  was  found 
j;  that  no  one  had  any  money  to  pay  with;  the 
j currency  was  not  based  upon  the  ability  of  a 
l|  united  people  represented  by  its  Government 
to  pay,  but  upon  the  ability  of  individuals  to 
j redeem  the  jtromises  they  had  made  to  each 
other.  Now,  the  Government,  representing 
the  entire  people,  pledges  the  faith  of  thal 
whole  peopii!  to  pay  this  national  indebted- 
ness. 

Every  dollar  of  paper  money  now  in  circu- 
lation, except  the  insignificant  amount  repre- 
vsented  by  State  bank  circulation,  is  secured 
by  a mortgage  on  the  whole  property  of  the 
country.  It  is  a secured  circulation,  and  really 
rests  upon  a specie  basis,  although  not  imme- 
diately convertible  into  specie,  except  at  a dis- 
count. If  the  specie  is  wanted  it  can  be  had 
and  no  man  suffers,  for  no  holder  ever  received 
it  as  the  equivalent  of  specie,  but  at  a larger 
discount  than  he  now  makes  in  converting  it 
into  the  required  coin.  The  gentleman  from 
Pennsylvania,  [Mr.  ScoFiEim,]  who  was  trou- 
bled because  he  could  not  obtain  specie  for  his 
greenbacks  at  the  Treasury,  would  have  found 
no  difficulty  in  doing  so  without  applying  to 
I the  Treasury,  if  he  were  content  to  accept  the 
amount  whicli  they  cost  him.  The  greenbacks 
rest  on  a specie  basis,  because  they  can  be 
converted  into  bonds,  the  principal  and  inter- 
est of  which  are  payable  in  coin. 

In  addition  to  the  many  advantages  and  great 
superiority  possessed  by  tlie  legal-tender  cur- 
rency as  a circulating  medium,  there  is  an- 
other advantage  accruing  to  the  Government 
from  its  use,  and  to  this  point  I wish  to  call 
the  attention  of  the  gentleman  from  Ohio,  [Mr. 

I Garfield,]  who  thinks  the  Government  should 
I withdraw  its  circulation  and  leave  the  entire 
1 currency  of  the  country  in  the  hands  of  the 
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the  country  must  conform  to  the  laws  of  trade. 
Give  the  banks  the  entire  circulation  and  they 
might  laugh  at  an  attempt  to  close  them  up  on  i 
account  of  a suspension;  they  are  “masters 
of  the  situation;’’  the  country  cannot  get  on 
without  a currency. 

The  terrible  evils,  present  and  prospective, 
of  this  “irredeemable,”  inconvertible  paper 
currency  are  purely  imaginary.  The  people  I 
neither  see,  feel,  nor  believe  in  them;  and  they 
will  never  consent  to  an  increase  of  their  taxes 
to  the  amount  of  $27,000,000  per  annum  for 
the  purpose  of  allowing  the  bankers  of  the 
country  a monopoly  of  the  circulation.  There 
IS  another  reason  why  I am  opposed  to  retiring 
any  of  this  currency,  which  is,  that  we  want  it 
for  supplying  the  southern  States.  That  mat- 
ter  w^  alluded  to  by  the  gentleman  from  Ohio, 
[Mr,  Garfield,]  in  answer  to  the  inquiry  of  the 
gentleman  from  Iowa,  [Mr.  Price,]  whether 
currency  had  not  been  increasing'while  gold 
bad  been  decreasing  in  value.  The  gentleman 
Irom  Ohio  answered  “that  six  hundred  millions 
ot  confederate  currency  had  collapsed  in  a day, 
and  the  vacuum  had  to  be  filled  ; so  that  while 
our  currency  had  actually  increased  it  had  di- 
miinslied  relatively,  that  is,  in  proportion  to 
Ihe  business  of  the  country.”  Now,  unless 
the  vacuum  has  been  filled,  which  no  one  would 

pretend,  this  simplestatement  of  the gentleman 

pretty  eirectuaily  disposes  of  his  argument  in 
jiivorof  contraction.  Tliis  whole  southern  coun- 
try  IS  to  be  rebuilt,  and  with  capital  drawn  from 
the  North,  unless  a contraction  of  our  money 
market  drives  her  people  to  Europe  to  borrow. 

I he  money  will  be  loaned  upon  mortgages,  and 
lepaid  by  the  annual  crops  of  the  country  and 
by  Its  developed  wealth.  Whether  this  capital 
sha  1 be  British  gold  or  United  States  green- 
backs depends  upon  the  state  of  our  money 
market.  If  we  give  them  the  paper  money  of 
the  country  we  make  every  man  who  has  a dol- 
lar of  It  m his  pocket  interested  to  that  extent 
in  the  Government,  and  in  sustaining  its  credit, 
il  we  drive  them  to  Europe  by  our  inability  to 
supply  them,  we  alienate  them  from  us,  and 
allow  them  to  identify  their  interests  with  those 
of  our  enemies. 

Mr.  Speaker,  in  regard  to  our  finances,  we 
have  received  and  believed  in  the  old  and  long- 

o<ubii.slied  precedents  ofihe  nations  of  Europe. 

Because  it  took  Great  Britain  many  years  to 


will  of  a conqueror;  that  we  could  not  raise 
armies  sufficient  for  the  work  ; that  we  had  no 
money  of  our  own  and  could  borrow  none  in 
Europe;  that  the  armies,  even  if  raised,  would, 
upon  a return  to  civil  life,  so  disorganize  society 
that  Government  would  be  upheaved  and  civi'l 
order  destroyed. 

Well,  sir,  we  have  seen  the  result  of  all  these 
predictions;  we  have  astonished  the  civilized 
world  by  setting  at  naught  the  most  profound 
theories  of  these  modern  sages;  we  have  over- 
turned the  accepted  notions  and  ideas  of  past 
centuries,  and  in  their  stead  we  have  hewn  out 
our  own  destiny  in  our  own  way,  until  we  stand 
on  ground  where  we  may  safely  bid  defiance  to 
the  assaults  of  the  combined  physical  and  moral 
Powers  of  Europe. 

In  view  of  all  these  facts,  so  grandly  and  im- 
perishably  carved  in  our  history,  why  should 
we  follow  the  ideas  of  Europe  in  regard  to  our 
financial  any  more  than  we  did  in  regard  to  our 
military  administration  ? Because  the  London 
limes  raises  the  cry  and  our  own  croakers  echo 
it,  that  “we  must  have  a financial  crisis’*  in 
passing  from  a paper  to  a specie  circulation, 
IS  it  necessary  for  us  to  precipitate  one  upon 
the  country  in  order  to  verify  the  predictions 
or  these  prophets  of  evil? 

England  said,  you  cannot  carry  on  a war 
without  a European  loan,  and  that  you  cannot 
get.  We  spurned  herprediction  and  appealed 
to  our  own  people  ; the  response  was  so  mighty 
that  even  England  and  all  other  enlightened 
I nations  of  Europe  made  haste  to  join  the  throng 
that  poured  their  money  into  our  coffers,  eager 
to  buy  our  bonds  and  take  our  loans  upon  our 
own  terms.  Shall  we  now  say  that  we  cannot 
return  to  specie  payments  because  England 
under  circumstances  of  an  entirely  different 
character  did  not  do  so  for  many  years  after  a 
return  of  peace?  Such  a reason  it  seems  to 
me  IS  not  worthy  the  name  of  an  argument. 
Ihe  laws  of  trade  and  the  restoration  of  con- 
hdence  are  bringing  us  steadily  and  surely  to  a 
resumption  of  specie  payments;  any  attempt 
to  force  a resumption  by  legislation  will  defeat 
the  object;  that  confidence  upon  which  a per- 
I manent  resumption  of  specie  payments  must 
rest  will  neither  be  engendered  nor  strength- 
ened by  legislative  tinkering, 
j Every  day’s  experience  goes  to  prove  that 
I our  true  financial  policy  is  to  go  on  and  pro- 


banks.  So  long  as  tlie  Government  issues  a 
currency  of  this  character  it  can  control  the 
matter  of  specie  payments,  and  the  danger  , 
wliieh  attends  it  when  left  entirely  in  the  con-  | 
irol  of  the  banks  is  removed,  if  the  banks  j 
control  the  entire  circulation  we  can  never  I 
rely  upon  the  permanency  of  specie  payments ; , 
they  will  inevitably  consult  their  own  inter- 
ests, and  they  will  suspend  whenever  dangers  ' 
threaten  them,  no  matter  what  laws  may  be  ' 
passed  regulating  the  subject,  for  the  laws  of  I 


[ return  to  sjiecie  payments  after  an  exhausting 
. war,  the  theory  has  been  accepted  almost  with- 
out question  that  we  cannot  do  otherwise.  Sir 
the  experiences  of  the  country  for  tlie  last  five 
: years  have  exploded  many  false  tlieories  and 
I falsified  many  sanguine  predictions.  It  was 
, positively  asserted  by  our  foreign  foes  that  the 
South  could  not  be  conquered ; that  it  never 
I yet  had  been  that  a free  people  of  the  numbers, 
j resources,  and  territory  of  the  southern  people 
I were  defeated  and  compelled  to  submit  to  the 


vide  for  the  maturing  obligations  of  the  Gov-  field  for  employment.  Let  us  confer  no  an- 
crnr  lent  without  contracting  or  disturbing  thority  upon  the  Secretary  to  contract  this 
the  currency  of  the  country,  which  is  the  currency ; its  contraction  should  neither  be 
life-  ilood  of  its  commerce.  Let  it  alone,  and  threatened  by  the  Government  nor  appre- 
it  w 11  flow  where  it  is  wanted,  and  find  ample  hended  by  the  people. 

Printed  at  the  Congressional  Globe  Office. 
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